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Introduction, Qualifications, and Purpose of Testimony

What is your name?

My name is Douglas W. Hall.

By whom and in what capacity are you employed?

I am employed by the Kansas Corporation Commission (KCC or Commission) as
a Rate Analyst in the Audit Section within the Utilities Division.

What is your business address?

1500 S.W. Arrowhead Road, Topeka, Kansas, 66604-4027.

What is your educational background and professional experience?

I hold Bachelor’s Degrees in Economics and Mathematics from Colorado State
University. I began my career at the KCC as a Research Economist in October of
2019. I'have been a Rate Analyst with the KCC since August 2020.

Have you previously submitted testimony before this Commission?

Yes, I have submitted testimony in Docket No. 20-SPEE-169-RTS. I have also
contributed substantively to several Report and Recommendations as a member of
Commission Staff in several other dockets.

What is the purpose of your testimony?

The purpose of my testimony is to provide Staff’s review and response to the
proposal of Evergy Kansas Metro, Inc. and Evergy Kansas Central, Inc. and Evergy
Kansas South, Inc. (collectively as Evergy) for recovering lost revenue

(Throughput Disincentive or TD) as a result of reduced energy sales caused by the
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implementation of Demand-Side Management (DSM) programs.! Additionally, I
recommend two changes to Evergy’s proposal to minimize the cost of these energy
efficiency programs on non-participating ratepayers: that lost revenue recovery be
capped at the level of Evergy’s last-approved revenue requirement, and that Staff’s
approximation of variable costs be removed from Evergy’s proposed net marginal

revenue rates (used in the calculation of lost revenues).

II. Executive Summary

Q. Please provide an executive summary of your testimony.

A. Throughout this testimony, I will present and support the following conclusions:

Concerns Regarding Evergy’s Throughput Disincentive (TD) Proposal

e The TD proposal could potentially result in over-recovery relative to the
benefits of the DSM programs. This concern is exacerbated by the fact that
some programs result in lost revenue recovery even greater than the benefits
from the programs, magnifying the cost of those programs to non-
participant ratepayers.

e Evergy’s proposed net marginal revenue rates are based on the assumption
that all of Evergy’s costs are fixed costs. In reality however, some of
Evergy’s costs are variable costs that decrease as energy generated/sold
decreases, and should be excluded from Evergy’s lost revenue calculations.

Staff’s Recommended Modifications for Evergy’s TD Proposal

!'Inclusive of Energy Efficiency and Demand Response programs.

2
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e Staff recommends capping lost revenue recovery at Evergy’s last-approved
base revenue requirement. In the absence of DSM programs, the revenue
requirement is calculated from the expected cost of service. The cap ensures

that Evergy is able to recover its costs without over-recovering.

Evergy’s TD Recovery Mechanism

A. Evergy’s Proposal for a TD Recovery Mechanism

Please describe the issue of lost revenue due to DSM programs.
The implementation of DSM programs reduces the amount of electricity used by
customers, resulting in lower revenue to the utility. Billing determinants are agreed
upon during the most recent rate case prior to the implementation of the DSM
programs. Because some costs are fixed, the loss of revenue from DSM programs
can have a negative financial impact on Evergy, thus the disincentive aspect of
DSM programs that can be cured by a TD recovery mechanism.
Please describe Evergy’s proposal for a TD recovery mechanism.
The TD recovery mechanism is described as one component of the requested
Energy Efficiency Rider (EER) in Charles Caisley’s testimony filed as a part of
Evergy’s application. Mr. Caisley describes the rider as follows:
The update to the EER Rider includes timely recovery of three
financial components: program costs, the Throughput Disincentive
(TD), and an Earnings Opportunity (EO) award. Evergy is
requesting approval of an update of the EER to begin collecting
actual program costs and TD, which is directly attributable to the
demand-side programs approved in this filing, with carrying costs at
the Companies’ pre-tax cost of capital over a 12-month period

following each program year. The EER Rider will be updated
annually following each program year with and will include an
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additional reconciliation of the prior periods program costs and TD
recoveries with carrying costs on any under- or over-recovery.’

On page 49 of Evergy’s DSM Portfolio Filing, it states:

Timely recovery is also required for the impact of reduced electricity
sales. Recovery of the reduced sales does not provide additional
earnings to Evergy, but rather keeps Evergy whole consistent with its
existing regulatory framework and as required by KEEIA. Without
proper alignment of Evergy’s financial incentives, the success of EE
programs will result in negative impacts to Evergy’s financial
performance as both earnings and cash flow will be affected.
Providing recovery of the lost sales associated with EE reverses the
negative financial effects by Evergy.... Evergy proposes the use of
a TD model to calculate the effect of deemed kWh savings, net of
assumed NTG [(Net To Gross)] factors in the Company’s TRM
[technical resource manual], resulting from energy efficiency
measures installed on Evergy’s kWh sales and revenues.’

The formula for Evergy’s TD model is presented in its proposed Energy Efficiency
Rider tariffs, attached as Appendix A.
B. Evergy’s Support for its TD Recovery Model

Q. What evidence does Evergy provide in support of its TD recovery model?

A. Evergy cites K.S.A. 66-1283 (the KEEIA statute) in several places as well as

Financial Accounting Standards Board Accounting Standards Codification (ASC)
980-605-25 “Alternative Revenue Programs”, of which Evergy states:

ASC-980-605-25 sets three conditions for revenues resulting from
alternative revenue programs such as the EER.

First, the program must be established by order of the regulatory
commission allowing for automatic adjustment of future rates.
Second, the amount of revenue for the period must be objectively
determinable and probable of recovery. Lastly, the revenues must
be collected within 24 months of the period in which they are
recognized. If the TD is subjected to subsequent recalculation,
Evergy would not be able to recognize the revenue in the periods

2 Direct Testimony of Charles A. Caisley on behalf of Evergy, p. 8 (Dec. 17, 2021) (Caisley Direct).
3 Evergy’s KEEIA 2023-2026 Demand-Side Management Portfolio Filing, p. 49 (Dec. 17, 2021).

4
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that sales were reduced which would not result in alignment of
utility financial incentives.*

Evergy does not provide any further substantive argument in its application as
to why its proposed TD recovery mechanism should be favored over any other
option to “ensure that the financial incentives for an electric public utility are
aligned with helping such utility’s customers use energy more efficiently and in a
manner that sustains or enhances such customers’ incentives to use energy more
efficiently.” Options made available to the Commission by the KEEIA statute
include: Capitalization of investments in and expenditures for demand-side
programs; recovery of lost revenue associated with demand-side programs;
decoupling; rate design modifications; accelerated depreciation on demand-side
investments; and allowing the public utility to retain a portion of the net benefits of
a demand-side program for its shareholders.®

Does Staff agree that TD is an issue when implementing DSM programs?

Yes, Staff views the TD as an issue that should be addressed, as some of the fixed
costs that Evergy recovers from base rates are embedded in the variable per kilowatt
hour (kWh) rate. When customers use less electricity due to DSM measures,
Evergy would then recover less of their fixed costs.

C. Historical Discussion Regarding Lost Revenue Adjustment
Mechanisms

4 Evergy Application, Appendix E, p. 3 (Dec. 17, 2021) (Application).
5 See K.S.A. 66-1283(e)(2).
6 See K.S.A 66-1283(d)(1).
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What options for TD recovery have been historically considered?

In Docket 08-GIMX-441-GIV (08-441 Docket), three options for TD recovery
were considered: lost margin recovery, now frequently referred to as lost revenue
adjustment mechanism (LRAM), decoupling, and straight fixed-variable rate
design.’

An LRAM estimates the amount of revenue attributable to a DSM program
based on participant measure count and values taken from a TRM, for example, the
monthly difference in energy consumption when replacing an incandescent light
bulb with an LED equivalent.

Decoupling is so named for breaking the link between energy sales and revenue
recovery. If the utility were to recover less than its revenue requirement, full or
partial decoupling would allow rates to be adjusted to make up the difference over
the next period. Limited decoupling more narrowly defines recoverable revenue
by specifying that only revenue changes attributable to allowed causal effects can
be recovered. For example, under a limited decoupling mechanism designed for
DSM programs, revenue lost due to unusual weather or decline in the number of
customers may be deemed unrecoverable even though those also cause revenue to
fall short of the revenue requirement.

A straight fixed-variable rate design would recover all of the utility’s fixed costs
through a fixed customer charge. For electric utilities, this works well for larger

industrial or commercial customers, but would be prohibitively burdensome on

7 See generally Final Order, Docket No. 08-GIMX-441-GIV (Nov. 14, 2008) (08-441 Final Order).
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residential and small business customers. Hence, Staff does not consider this a
viable option in the instant docket.

What has been recommended in prior dockets regarding TD recovery?

In the Final Order in the 08-441 Docket, the Commission stated the following
regarding TD recovery mechanisms:

The Commission does not favor Lost Margin Recovery because of
the high premium this method places on accurate evaluation of
program impacts and the increased potential for expensive and time-
consuming litigation arising from disputes. Staff Report, 16.
Furthermore, while Commission staff expertise is growing in this
highly technical field, at this time the Commission does not have the
depth of experience available to consider this method without
reliance on outside firms.

Another problem with the Lost Margin Recovery method is dealing
with the issue of measuring the effect of "free ridership" when
evaluating the impacts of an energy efficiency program. Free riders
are a term for customers who take advantage of an energy efficiency
program but would have undertaken their energy efficiency efforts
whether the utility offered that program or not. The laudable, self-
directed efforts of these customers result in overestimation of the
decline in energy caused by the energy efficiency program unless
accounted for accurately. The full decoupling method avoids this
and other difficult issues involved in accurately assessing a decline
in usage actually attributable to an energy efficiency program
because the reason for a decline in usage is irrelevant. The utility
will recover its lost sales no matter whether the reason is weather,
the economy, or energy efficiency programs.

Within the context of decoupling as means of removing the
throughput disincentive for energy efficiency programs at issue in
this docket, the Commission is highly unlikely to address a
decoupling proposal without a demonstrated connection to an
energy efficiency program application or to existing programs.
While decoupling addresses the throughput incentive issue, Staff's
Report noted it provides the utility with an incentive to cut costs
without any regard for energy efficiency. Staff Report, 13. The
utility must demonstrate that decoupling makes economic sense in
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the context of the utility's energy efficiency program or suite of
programs.®

Westar and KCP&L also participated in the 08-441 Docket, with their input

summarized in the Final Order as stating:

and

Westar observes that as a method of addressing the throughput incentive,

decoupling may be administratively burdensome and a straight fixed-

variable rate design would be simpler. As configured for modest losses of

revenue, argues Westar, the volumetric charge component would be
sufficient to encourage consumption reduction.’

KCP&L suggests utilities should be able to submit a throughput incentive
proposal on a case-by-case basis, but should not have to risk a lower return

on equity.'?

In Docket No. 12-GIMX-337-GIV, the Commission reiterated in its Order its

position on LRAMs:

The 441 Order cited four flaws in lost margin recovery: (1) it places
too much weight on accurate evaluation of program impacts; (2) it
increases the potential for expensive, time-consuming litigation; (3)
it forces the Commission to rely on outside firms to evaluate the
methodology; and (4) it fails to measure free ridership in evaluating
the impact of energy efficiency programs. The Commission also
notes allowing recovery of lost margin creates a subsidy for energy
efficiency programs that can violate the fundamental ratemaking
principle of cost causation, especially when one group of ratepayers
subsidizes the lost margins caused by other consumers who enroll
in and benefit from an energy efficiency program. For example, if a
utility replaces the electrical appliances of one group of customers
as part of an energy efficiency program, which in certain
circumstances may reduce its net profits, it would be unfair to ask
non-participants to pay for the reduction caused by a program from
which they received little benefit. Under the principle of cost
causation, the participants in the energy efficiency programs alone
should be responsible for any reduction in revenue resulting from
the energy efficiency program.

8 08-441 Final Order, at 22.

°1d. at 17.
10 74 at 18.
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If industry is able to propose a program which minimizes the
inherent problems with lost margin recovery, the Commission may
be open to allowing lost margin recovery. In particular, the
Commission is concerned with all ratepayers essentially subsidizing
the program participants. Measures such as making program
participants bear a greater share of program costs, enacting sunset
provisions, or proposing other steps that will reduce the size and
duration of the subsidy will be considered by the Commission.'!

In Docket No. 16-KCPE-446-TAR, Kansas City Power & Light Company
(KCP&L, now Evergy Metro) filed an application for approval of an EE portfolio
including a lost revenue recovery mechanism.'> Dr. Robert Glass filed testimony
on behalf of Staff instead proposing a decoupling mechanism:

If the demand-side programs result in a reduction in energy use to
the point that KCP&L is not recovering its approved revenue
requirement, then KCP&L will recover the difference between its
approved revenue requirement and its actual revenue collection if
the EM&V shows the lost revenue was due to demand-side

programs. If KCP&L does collect its revenue requirement, then the
demand-side programs have not hurt KCP&L.!?

D. Staff’s Concerns Regarding Evergy’s Proposal

Q. Does Staff have any general concerns with Evergy’s proposed TD recovery
mechanism?

A. Staff does have a concern with the TD calculation in the proposed EER tariff, in

that it may permit over-recovery of Evergy’s revenue requirement. Because it is
infeasible to obtain an exact measure of how much energy is being saved due to

DSM measures, the Measure Energy (saved) is taken from the TRM. Since the

' Order, Docket No. 12-GIMX-337-GIV, p. 4-5 (Mar. 6, 2013).

12 See generally Application for Kansas City Power & Light Company, Docket No. 16-KCPE-446-TAR
(Apr. 6, 2016).

13 Direct Testimony of Robert H. Glass, PhD on behalf of the Staff of the State of Kansas Corporation
Commission, Docket No. 16-KCEP-446-TAR, p. 12 (Aug. 8, 2016).

9
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TRM values are an average cost savings for a single implementation of a DSM
measure, it’s probable that the actual total cost savings will be above or below, and
not right at, the TD calculation.

Customers primarily benefit from DSM programs through reductions in their
own utility bills. However, it is estimated that around 18% of customers will be
participating in some form of DSM program. The remaining 82% will not see an
immediate and tangible benefit from the programs, but will pay a share for the
incentives and programs. Calculations by Staff show that prior implementations of
DSM programs such as Whole Home Efficiency and Home Energy Education have
seen higher lost revenues than benefits, as seen in the table below. Data was taken
from the 2023 program year, using net present values and the ratepayer impact
test.'* Whole Home Efficiency sees lost revenue recovery that is about 37% higher
than the benefits it provides to ratepayers. Home Energy Education recovers
approximately 90% more lost revenue than it provides in benefits to ratepayers.
While these examples are more of an outlier, they serve to demonstrate that an
imbalance can exist between the value generated for the utility and the value

generated for ratepayers from DSM programs.

Table 1
Service Area Program Benefits Lost Revenue
Evergy Kansas Metro Whole Home Efficiency  $ 2,112,105 $ 2,993,175
Evergy Kansas Central Home Energy Education = $ 50,393 $ 96,230

14 See the Response to Staff Data Request No. 56.
10
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Without implementing any DSM programs, Evergy should not expect to earn
more than its authorized revenue requirement. If Evergy is able to implement DSM
programs and earn more than its authorized revenue requirement, Evergy would
unfairly benefit by virtue of recovering programs costs, lost revenues (above its
authorized revenue requirement) as well as an Earnings Opportunity.

Does Staff have a recommendation that would address Staff’s concerns about
Lost Revenue potentially resulting in Evergy over-recovery?

Yes, Staff recommends capping any TD charges flowing through the EE Rider by
the difference between Evergy’s last-approved revenue requirement and the total
annual revenue from non-fuel base rates. A cap prevents any over-recovery from
occurring, similar to decoupling. Ratepayers in total are made no worse off by the
recovery of lost revenue tied to DSM programs, because the result is that Evergy
recovers only its revenue requirement, no more.

One disadvantage of straight decoupling mechanisms is that they typically do
not distinguish the cause of revenue loss. Whether changes in revenue are based
on unusual weather, DSM programs, or other externalities is not considered when
truing-up to the revenue requirement. Limited decoupling mechanisms (similar to
what Staff has recommended here) disallow recovery from specified causes, for
example, using weather normalization to remove the effects of weather from any
true-up.

Staff believes that the use of an LRAM mechanism makes the amount of
recovery attributed to DSM programs more transparent than the use of a limited

decoupling mechanism because lost revenue must be calculated for each program.

11



N —

10

11

12

13

14

15

16

17

18

19

Direct Testimony
Prepared by Douglas W. Hall
Docket No. 22-EKME-254-TAR

Does Staff have any other recommendations regarding Evergy’s proposed net
marginal revenue rates?

Yes, Staff recommends a modification of Evergy’s proposed net marginal revenue
rates. Staff has reviewed the calculations used to generate the net marginal revenue
rates and has concluded variable costs have not been backed out of these energy
rates. Variable costs increase or decrease with the amount of energy generated/sold
by the utility; since DSM programs decrease the amount of energy being consumed
and generated, the amount of revenue needed to cover the utility’s cost of service
decreases accordingly. Hence, the portion of base rates that represents variable
costs should not be considered as lost revenue. Staff used the Class Cost of Service
from rate cases in Dockets 18-WSEE-328-RTS and 18-KCPE-480-RTS to
calculate variable costs included in the energy rate of each customer class to remove
Operations and Maintenance (O&M) Expenses from Evergy’s proposed net
marginal revenue rates. The calculated variable rates and Staff’s proposed net
marginal revenue rates are shown in the tables below. Staff contends that these
rates will lessen the likelihood of over-recovery of lost revenue.

The middle third of each table (variable costs in energy rate) is calculated for
each class and subtracted from the top third, Evergy’s proposed net marginal

revenue rate, to arrive at the bottom third, Staff’s proposed rates.

12
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E. Support for Staff’s Modifications

Can Staff provide examples of LRAMs in other states that support its
proposed modifications?

Yes, Staff has found several examples based on the overview that ICF prepared for
Evergy.!> Arizona permits lost fixed cost recovery by calculating allowed
distribution and transmission revenue for each class. Kentucky allows recovery of
lost revenue based on energy charges less fuel and other variable costs. North
Carolina removes fuel costs and O&M expenses from net lost revenue calculations.
Additionally, Louisiana has a soft cap on recovery (the cap is on monthly recovery
through the rider, and not on the actual amount to be recovered). New Hampshire
caps recovery based on a percentage of planned savings. South Carolina trues up
lost revenue based on the next available EM&V. These examples serve to
demonstrate that there is precedent across the Country for the modifications that

Staff is recommending to Evergy’s proposed TD mechanism.

Conclusion

Recommendation

Q.
A.

Please summarize Staff’s recommendations.

Staff recommends that Evergy’s TD proposal be accepted with the following

modifications:

IS CURB DR 30. Consulting firm ICF compiled a summary of financial recovery mechanisms used in

jurisdictions across the country. The summary worksheet is attached as Appendix B. It is worth noting

that out of states that allow revenue recovery mechanisms, 21 use decoupling, and 16 use LRAMs. This
relatively even split indicates that both solutions are viable options for handling the issue of revenue
recovery.

14
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1. Lost revenue recovery should be capped at Evergy’s last-approved base
revenue requirement in order to prevent over-recovery.

2. Staff’s net marginal revenue rates should be used in place of Evergy’s
proposed rates to ensure that only lost fixed costs (and not variable costs)
are being collected through the LRAM.

Does this conclude your testimony?

Yes. Thank you.

15
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THE STATE CORPORATION COMMISSION OF KANSAS
EVERGY KANSAS CENTRAL, INC , & EVERGY KANSAS SOUTH, INC,, d ba EVERGY KANSAS CENTRAL SCHEDULE EER

(Name of Tssuing Utility)

Replacing Schedule EER Sheet___1
EVERGY KANSAS CENTRAL RATE AREA
(Territory to which schedule is applicable) which was filed September 22, 2020
R e B ae Sonvs Reraon™ Sheet 1 of 12 Sheets

ENERGY EFFICIENCY RIDER
(LEGACY ENERGY EFFICIENCY AND DEMAND RESPONSE PROGRAMS)

APPLICABLE:

This Energy Efficiency Rider shall be applicable to all retail rate schedules of Evergy Kansas Central
and Evergy Kansas South with the exception of Security Area Lighting Service, Street Lighting and
Traffic Signal rate schedules.

PURPOSE:

This Energy Efficiency Rider is filed in compliance with the Commission’s Order in Docket No. 08-
GIMX-441-GIV and is designed to recover costs associated with Commission approved Energy
Efficiency and Demand Response Programs deferred but not recovered. This Rider will be effective
with the first billing cycle of November 2020 through the last billing cycle in October 2021. Evergy
Kansas Central will file a new Energy Efficiency Rider for Commission approval in July 2021.

BASIS FOR CHARGE:

Energy Efficiency incremental program costs will be recovered using an Energy Efficiency (EE)
factor applied to each applicable customer’s bill. The EE factor will be applied to each applicable
customer’s energy usage by multiplying the kilowatt-hours (kWh) of electricity billed by the EE factor.
The charge associated with this Energy Efficiency Rider will be identified and shown as a separate
line on the applicable customer’s monthly billings.

Issued December 17 2021
Month Day Year
Effective
Month Day Year
By

Darrin Ives, Vice President

Public
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THE STATE CORPORATION COMMISSION OF KANSAS
EVERGY KANSAS CENTRAL, INC , & EVERGY KANSAS SOUTH, INC,, d ba EVERGY KANSAS CENTRAL SCHEDULE EER

(Name of Tssuing Utility)

Replacing Schedule EER Sheet___2
EVERGY KANSAS CENTRAL RATE AREA
(Territory to which schedule is applicable) which was filed September 22, 2020
R e B ae Sonvs Reraon™ Sheet 2 of 12 Sheets

ENERGY EFFICIENCY RIDER
(LEGACY ENERGY EFFICIENCY AND DEMAND RESPONSE PROGRAMS)

ENERGY EFFICIENCY RIDER AMOUNT CALCULATION:

The initial EE factor will be calculated to recover actual program costs deferred for Commission
approved Energy Efficiency programs deferred over a 12-month period ending in June of each year
plus any true up amount from the prior period divided by the total applicable kWh as follows:

EE factor = EE costs + True / kWh

Where:

EE costs = The actual costs associated with Commission approved Energy Efficiency programs.
These costs are recorded in separate sub-accounts of Account 182.3 Other Regulatory Assets
for each approved Energy Efficiency or Demand Response Program and for demand response
credits provided to customers under approved Demand Response Programs.

True = The annual true-up amount for an Energy Efficiency Rider year, to be determined prior to
filing the next EE Rider and to be applied to the subsequent EE Factor calculation. The true-up
will be the difference between the approved recovery amount and the actual recovery amount
during the time the EE Factor was in effect.

kWh = The estimated kilowatt-hours for the period this EE factor will be applied to customers’
monthly bills.

EE FACTOR:
$0.000199 / kWh effective for the billing months of November 2020 through October 2021.

DEFINITIONS AND CONDITIONS:

1. All provisions of this Rider are subject to changes made by order of the regulatory authority
having jurisdiction.

Issued December 17 2021
Month Day Year
Effective
Month Day Year
By

Darrin Ives, Vice President

Public
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EVERGY KANSAS CENTRAL, INC , & EVERGY KANSAS SOUTH, INC,, d ba EVERGY KANSAS CENTRAL SCHEDULE EER

(Name of Tssuing Utility)

Replacing Schedule EER Sheet__ 3
EVERGY KANSAS CENTRAL RATE AREA
(Territory to which schedule is applicable) which was filed September 22, 2020
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ENERGY EFFICIENCY RIDER
(KEEIA 2023-2026 DSM Portfolio Approved Under Kansas Energy Efficiency Investment Act)

TRANSITION FROM LEGACY ENERGY EFFICIENCY PROGRAMS TO KEEIA 2023-2026 DSM
PORTFOLIO:

As Evergy Kansas Central transitions from the Legacy Energy Efficiency and Demand Response
Programs (Legacy Programs), it is anticipated that Energy Efficiency (EE) Costs in July 2021
through June 2022 and True-Up for the preceding Energy Efficiency Rider year will be filed on July
15, 2022 for recovery over the period from November 2022 through October 2023. Further, EE Costs
in the partial year from July 2022 through December 2022 and True-Up for the preceding Energy
Efficiency Rider year will be filed on July 15, 2023 for recovery over the period from November 2023
through June 2024.

APPLICABLE:

This Energy Efficiency Rider shall be applicable to all non-lighting Retail Rate Schedules of Evergy
Kansas Central and Evergy Kansas South. The Energy Efficiency Rider will be calculated and
applied separately to Residential and Non-Residential customer classes.

PURPOSE:

This Energy Efficiency Rider is filed in compliance with the Commission’s Order in Docket No. XX-
XXXX-XXX-XXX and is designed to recover costs associated with Commission approved KEEIA
2023 — 2026 DSM Portfolio deferred but not recovered and any remaining unrecovered charges from
the Company’s Legacy Energy Efficiency and Demand Response Programs. Those charges include:

1) Program Costs (PC), Throughput Disincentive (TD), and Earnings Opportunity Award (EO) (if
any) for the KEEIA 2023 — 2026 DSM Portfolio and any true-up associated with Legacy
Programs. Program Costs (PC) and Throughput Disincentive (TD) will include interest carrying
costs at the Company’s pretax Weighted Average Cost of Capital (WACC) on the unrecovered

balances.
Issued December 17 2021
Month Day Year
Effective
Month Day Year
By

Darrin Ives, Vice President

Public
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ENERGY EFFICIENCY RIDER
(KEEIA 2023-2026 DSM Portfolio Approved Under Kansas Energy Efficiency Investment Act)

2) Reconciliations, with interest, to true-up for differences between the revenues billed under this
Energy Efficiency Rider and total actual monthly amounts for:

i. Program Costs (PC) incurred.

i Throughput Disincentive (TD) incurred.

i Amortization of any Earnings Opportunity Award (EO) ordered by the Kansas
Corporation Commission (Commission).

iv. Remaining unrecovered amounts associated with Legacy Programs.

BASIS FOR CHARGE:

Energy Efficiency incremental program costs will be recovered using an Energy Efficiency (EE)
factor applied to each applicable customer’s bill. The EE factor will be applied to each applicable
customer’s energy usage by multiplying the kilowatt-hours (kWh) of electricity billed by the EE factor
for the respective Residential and Non-Residential customer class. The charge associated with this
Energy Efficiency Rider will be identified and shown as a separate line on the applicable customer’s
monthly billings.

DEFINITIONS:

As used in this Energy Efficiency Rider, the following definitions shall apply:

“Throughput Disincentive” (TD) is meant to represent the utility’s lost margins associated with the
successful implementation of the KEEIA programs.

“Effective Period” (EP) means the year beginning with January 2023, and each year thereafter until
all allowed charges associated with the approved KEEIA 2023 — 2026 DSM Portfolio are recovered.
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ENERGY EFFICIENCY RIDER
(KEEIA 2023-2026 DSM Portfolio Approved Under Kansas Energy Efficiency Investment Act)

"Evaluation Measurement & Verification” (EM&V) means the performance of studies and activities
intended to evaluate the process of the utility’s program delivery and oversight and to estimate
and/or verify the estimated actual energy and demand savings, cost effectiveness, and other effects
from demand-side programs.

“Incentive” means any consideration provided by the Company, including buy downs, markdowns,
rebates, bill credits, payments to third parties, direct installation, giveaways, and education, which
encourages the adoption of program measures.

"KEEIA 2023 — 2026 DSM Portfolio" consists of the demand-side programs and the Energy
Efficiency Rider described in the KEEIA 2023 — 2026 DSM Portfolio Filing, which became effective
following Commission order and approval of the KEEIA 2023 — 2026 DSM Portfolio under Docket
No. XX-XXXX-XXX-XXX.

"Program Costs" (PC) means any prudently incurred program expenditures, including such items as
program planning, program design; administration; delivery; end-use measures and incentive
payments; advertising expense; evaluation, measurement, and verification; market potential studies;
and other costs necessary to deliver approved programs.

"Earnings Opportunity" (EO) means the annual incentive ordered by the Commission based on
actual performance verified through EM&V against planned targets.

“‘Recovery Period” (RP) includes the twelve-month period beginning July 1, 2024 through June 30,
2025 and each twelve-month period thereafter.

“Weighted Average Cost of Capital” (WACC) means the return on rate base used to determine the
revenue requirement in the Company’s most recently completed general rate proceeding.
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ENERGY EFFICIENCY RIDER
(KEEIA 2023-2026 DSM Portfolio Approved Under Kansas Energy Efficiency Investment Act)

DETERMINATION OF ENERGY EFFICIENCY FACTOR RATES:

The Energy Efficiency Factor (EE Factor) during each applicable EP is a dollar per kWh rate for
each non-lighting rate schedule calculated as follows:

EE Factor = [PC + TD + EO + TRUE]/PE
Where:

PC = Actual Program Costs incurred for the applicable EP. Such amounts shall include monthly
interest on cumulative over- or under-balances at the Company's WACC.

TD = Throughput Disincentive is the Company's TD calculated by the Company during the
applicable EP. See below for the detailed methodology for calculating the TD. Such amounts
shall include monthly carrying costs on cumulative over- or under- balances at the Company's
WACC.

EO = Earnings Opportunity is equal to the Earnings Opportunity Award means the annual
incentive ordered by the Commission based on actual performance verified through EM&V
against planned targets.

PE = Projected Energy, in kWh, forecasted to be delivered to the customers to which the Energy
Efficiency Rider applies during the applicable RP.

The EE factor components and total EE Factor applicable to the Residential and Non-Residential
rate schedules shall be rounded to the nearest $0.00001.

CALCULATION OF TD:

Monthly Throughput Disincentive = the sum of the Throughput Disincentive Calculation for all
programs applicable to (1) Residential and (2) Non-Residential customers.
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ENERGY EFFICIENCY RIDER

(KEEIA 2023-2026 DSM Portfolio Approved Under Kansas Energy Efficiency Investment Act)

Throughput Disincentive Calculation:

The Throughput Disincentive Calculation for each program shall be determined by the formula:
TD$ = MS x NMR

Where:

TD$ = Throughput Disincentive Dollars to be collected for a given calendar month, for a given
class.

NMR = Net Margin Revenue. Net Margin revenue values for each class are provided below in
the Net Margin Revenue Rates By Rate Class By Month_table.

MS = The sum of all Programs’ Monthly Savings in kWh, for a given month, for a given class.
The Monthly Savings in kWh for each Program shall be determined by the formula:

MS = (MASCM + CASPM — RB) x LS + HEE

RB = Rebasing Adjustment. The Rebasing Adjustment shall equal the CAS defined below
applicable as of the date used for the KEEIA normalization in any general rate case resulting in
new rates becoming effective during the accrual and collection of TD$ pursuant to KEEIA 2023
— 2026 DSM Portfolio. In the event more than one general rate case resulting in new rates
becoming effective during the accrual and collection of TD$ pursuant to KEEIA 2023 — 2026
DSM Portfolio, the Rebasing Adjustment shall include each and every prior Rebasing
Adjustment calculation.

LS = Load Shape. The Load Shape is the monthly load shape percent for each program as
follows:
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| Program Name

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Total

Whole Business Efficiency 8.117%|7.809%8.087%8.291%|9.156%| 8.765%| 9.264%| 8.805%| 7.652%|8.337%8.021%|7.695%]100.000%

Hard-to-Reach Businesses | 7.805%7.539%|7.881%|8.365%|9.589%| 9.288%| 9.810%| 8.999%| 7.486%|8.080%)7.742%|7.416%100.000%

Business Demand Response |1.864%1.561%(1.245%|2.153%|7.472%20.996%22.390%| 22.384%) 14.106%2.290%| 1.409%2.129%| 100.000%

Business Energy Education  |8.179%8.120%8.098%)8.325%|8.469%| 7.799%| 8.543%| 8.495%| 7.907%|9.084%|8.687%|8.294%)|100.000%

Whole Home Efficiency

7.414%6.352%6.378%|5.881%7.592%| 12.023%| 12.404%) 12.462%| 9.699%6.203%|6.387%|7.204%|100.000%

Home Energy Education 7.702%7.150%|8.021%|7.853%|8.530%| 8.863%| 9.385%| 9.398%| 8.511%|8.612%)7.952%8.023%100.000%

Hard-to-Reach Homes

5.945%4.702%3.666%|3.687%)|7.312%)| 16.682%| 17.456%)| 17.112%| 11.193%| 3.296%| 3.617% 5.330%| 100.000%

Home Demand Response 1.864%1.561%|1.245%|2.153%| 7.472%|20.996%| 22.390%22.384%| 14.106%|2.290%) 1.409%| 2.129%| 100.000%

Where:

MC = Measure Count. Measure Count, for a given month, for a given class, for each measure
is the number of each measure installed in the current calendar month.

ME = Measure Energy. Measure Energy will be determined as follows, for each Measure:

Prior to finalization of EM&V for KEEIA Year 1 programs, for Measures not listed under
those programs listed in (iii) below, the ME is the annual total of normalized savings for
each measure at customer meter per measure times the NTG factors defined in the
Technical Resource Manual (TRM).

After finalization of EM&V for KEEIA Year 1 programs, for Measures not listed under
those programs listed in (iii) below, the ME is the annual total of normalized savings for
each measure at customer meter per measure defined in the updated TRM (which will
be updated based on EM&V ex-post gross adjustments and NTG factors determined
for Year 1 no later than 24 months after the commencement of the KEEIA 2023 -2026
DSM Portfolio).

For Custom Measures the ME will be the annual kWh savings calculated and reported
monthly by the program implementers and aggregated by program and by customer
class.

MAS = The sum of MC multiplied by ME for all measures in a program in the current calendar
month.
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ENERGY EFFICIENCY RIDER
(KEEIA 2023-2026 DSM Portfolio Approved Under Kansas Energy Efficiency Investment Act)

CAS = Cumulative sum of MAS for each program for the KEEIA 2023 — 2026 DSM Portfolio
CM = Current calendar month
PM = Prior calendar month

HEE = Monthly kWh savings for the Home Energy Education program measured and reported
monthly by the program implementer.

Measure — Energy efficiency measures described for each program in the Technical Resource
Manual.

Programs — KEEIA 2023 — 2026 DSM Portfolio programs.

TRM — Commission-Approved Technical Resource Manual updated based on EM&V ex-post
gross adjustments and NTG factors determined for Year 1 no later than 24 months after the
commencement of the KEEIA 2023 — 2026 DSM Portfolio.

EARNINGS OPPORTUNITY:

The annual KEEIA 2023 — 2026 DSM Portfolio EO Award shall be calculated using the Earnings
Opportunity Matrix below. The EO target at 100% is $16,611,947. The EO cannot go above
$20,288,248. The cap is based on current program levels. If Commission-approved new programs
are added during the approved program period, the Company may seek Commission approval to
have the targets and cap of the EO increase proportionately to the increase in savings targets
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ENERGY EFFICIENCY RIDER
(KEEIA 2023-2026 DSM Portfolio Approved Under Kansas Energy Efficiency Investment Act)

OTHER PROVISIONS:

The Company shall file an update to NMR rates by month by class contemporaneous with filing any
compliance tariff sheets in any general rate case reflecting the rates set in that case, and the billing
determinants used in setting rates in that case.

Annual kWh savings per measure will be updated prospectively in the TRM no later than 24 months
after the commencement of the Plan based on EM&V ex-post gross adjustments determined for
Year 1 and annually thereafter upon finalization of each subsequent program year EM&V report.

KEEIA NTG factors will be updated prospectively in the TRM no later than 24 months after the
commencement of the Plan based on EM&V net-to-gross percentages for each program determined
for Year 1 and annually thereafter upon finalization of each subsequent program year EM&V report.

FILING:
After the initial EE Rider rate adjustment filing, the Company shall make an Energy Efficiency Rider
rate adjustment filing by March 31 following each program year to take effect each twelve-month
period beginning in July and ending in June under the Term of this Energy Efficiency Rider.

EE Factors for the billing months of July 2024 through June 2025 are as follows:

Residential - $0.00000
Non-Residential - $0.00000
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ENERGY EFFICIENCY RIDER

NET MARGIN REVENUE RATES BY RATE CLASS BY MONTH:

EARNINGS OPPORTUNITY MATRIX:

(KEEIA 2023-2026 DSM Portfolio Approved Under Kansas Energy Efficiency Investment Act)

Evergy Kansas Central KEEIA Cycle 1 EO Matrix
EOA t Cycle EO
No. Metric Programs Target |Target Unit|Cycle EO Target moun Per $/Unit ycle Cycle EO Cap
Target Unit Cap %
Education & Awareness :
1 criteria wivll'be customer HorT'ne Energy Education. 100% Threshold 4561983 | $561982.97 S 100% $561,983
opportunities and Business Energy Education Metrics
customers engaged
Hard to Reach customer
ticipation : criteria will be | Hard-to-Reach H Threshold
2 pe.)r icipation : criteria wifbe ard-to-Reac 0rT1es 100% res ,o $1,344,760 | $1,344,760.15 S 100% $1,344,760
S invested and customers Hard-to-Reach Businesses Metrics
participating
EE & DR MWh : criteria will Whole Home Efficiency
3 | be first-year cumulative Home Demand Response 161,484 MWh $3,676,301 $22.77 S/MWh| 125% $4,595,376
incremental MWh. Whole Business Efficiency
EE MW : criteria will be first-
lative i tal| Whole H Effici
4 year cu.mu.a ve |r.1cremen a o€ orﬁe Icmfn.cy 58 MW $6,617,342 | $113,283.02 S/MW 125% $8,271,678
MW coincident with system | Whole Business Efficiency
peak.
Business and Residential
D dR MW H D dR
5 . emand Response orT'e emand Response 109 MW $4,411,561 $40,534.04 S/MW 125% $5,514,451
impact : annual MW Business Demand Response
reduction capability
Total Forecasted Earnings
R $16,611,947 $20,288,248
Opportunity
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ENERGY EFFICIENCY RIDER
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ANNUAL EARNINGS OPPORTUNITY CALCULATION:

Evergy Kansas Central KEEIA Cycle 1 EO Annual Calculation
No. Metric Programs Source of Inputs EO Criterion and Calculation

Education & - - . . . . :
ucation The performance metric will be based on key indicators of effective and widespread education of customers during the period.

Awareness Home Ener; . :
R . 8y o . 1) Community Events held quarterly w/ documentation (4 / year)
criteria will be Education The EM&V report will include documentation of all . L " " .
N . 2) minimum of 10% eligible customers completing online energy analysis yearly
1 customer community events held, # of customers completing
- N " 3) EM&V customer survey of awareness of programs greater than 50%

opportunitiesand | Business Energy online energy tools and the customer surveys.

customers Education - . : - "

engaged If all three criteria are met, annual EO will equal 25% of the Cycle 1 EO Target, if any criteria are not met the annual EO will equal $0

Hard to Reach The performance metric will be based on key indicators of participation of hard-to-reach customers during the period.

customer Hard-to-Reach That actual spend will be reported directly out of the 1) Actual spend for Hard-to-Reach Home program exceeds 85% of approved annual budget

participation Homes Company's accounting system and included in the 2) Ratio of participants with small business rate codes in the Hard-to-Reach Business and Whole Business Efficiency to total
2 criteria will be $ EM&V report. The business customer # of participants exceeds 20%

invested and Hard-to-Reach participants by rate code will be provided in the final

customers Businesses EM&YV report for the calculation of % of participation |  If both criteria are met, annual EO will equal 25% of the Cycle 1 EO Target, if any criteria are not met the annual EO will equal $0

participating

Whole Home
Efficiency

EE & DR MWh . .
criteria will be first| Home Demand The EM&YV report will include a subtotal of portfolio

3 energy savings matching the definition of this Evaluated net MWh for subject programs times the EO Amount per Target Unit, subject to limitation of the Cycle EO Cap.

year cumulative Response N
N performance metric for each program year.
incremental MWh.

Whole Business

Efficiency
EEMW criteria
will be first-year Whole Home . .
cumulative Efficiency The EM&YV report will include a subtotal of portfolio
4 incremental MW demand savings matching the definition of this Evaluated net MW for subject programs times the EO Amount per Target Unit, subject to limitation of the Cycle EO Cap.
o . Whole Business performance metric for each program year.
coincident with .
Efficiency
system peak.
Business and
Residential Home Demand
Demand Response | Response The EM&V report will include a subtotal of portfolio
5 MW impact demand savings matching the definition of this Evaluated net MW for subject programs times the EO Amount per Target Unit, subject to limitation of the Cycle EO Cap.
annual MW Business Demand performance metric for each program year.
reduction Response

capability
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ENERGY EFFICIENCY RIDER
LEGACY ENERGY EFFICIENCY PROGRAMS

AVAILABILITY:

This Energy Efficiency (EE) Rider (Schedule EE) shall be applicable to all non-lighting Kansas Retail Rate
Schedules for Evergy Kansas Metro.

PURPOSE:

This EE Rider is designed to recover all costs associated with the following Commission-approved Income-
Eligible, Energy Efficiency and Demand Response schedules: (1) IEW; (2) PT; (3) BOC; (4) ER; (5) CHP; (6)
NH; (7) RHER; (8) RSTP; and (9) DRI. Evergy Kansas Metro will file a new EE Rider no later than March 31
of each year to recover EE Program costs incurred during the prior calendar year for recovery over the
following July through June period.

BASIS:

Program Costs will be recovered using an EE factor applied to each customer’s bill. The EE factor will be
applied to the customer’s usage on a kilowatt-hour basis ($/kWh). Retail customer charges for EE Program
Costs are determined by multiplying the kilowatt-hours of electricity billed by the corresponding EE factor.
The customer charges associated with this EE Rider will be identified and shown as a separate line on the
customer’s bill.

ENERGY EFFICIENCY RIDER AMOUNT CALCULATION:

A separate EE factor will be calculated for each customer class based upon the demand allocator and total
kWh for each class. The EE factor (EEF) for each customer class will be calculated to recover the Program
Costs for approved EE Programs from the specified period plus any applicable true up amount from the prior
period by applying a class Demand Allocator and then dividing by the total kilowatt-hours (kWh) for that
class as follows:

(EECn + TRUEn-1) X DAlass)

EEF(cIass) =
KWHhn (class)
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TERM:

EE

1.

ENERGY EFFICIENCY RIDER
LEGACY ENERGY EFFICIENCY PROGRAMS

Where:

EECn = All actual costs associated with Commission-approved EE Programs incurred during the
applicable time-period (n). These costs are recorded in a deferred regulatory asset account established
to accumulate the Kansas jurisdictional costs of all EE Programs.

TRUEn-1 = The annual true-up amount for an EE Rider year, to be determined prior to filing the next EE
Rider and to be applied to the subsequent EE factor calculation. The true-up amount will reflect any
difference between the total EE revenue collected and the actual costs (EEC:) for the previous
applicable time-period (n-1). Such true-up amount may be positive or negative. The true-up amount
used to calculate the EEF for the first EE Rider equals zero.

DA(ass) = The demand allocator for the applicable non-lighting classes. This demand allocator shall be
based on the 12-CP allocator utilized by the Company for its Class Cost of Service Study in the most
recent Kansas retail rate case.

KWH class) = The actual kWh electric sales for the Kansas jurisdiction for the applicable time-period (n)
of the Class Cost of Service Study for the applicable class.

This EE Rider shall remain in effect until such time the Commission-approved amount is recovered. In the
event the Commission rules on, or a law is passed regarding treatment of such expenses, then Evergy
Kansas Metro shall have the right to file for Commission approval of a compliant recovery methodology to
replace or revise this EE Rider. Evergy Kansas Metro shall have the right to continue recovery under this

Rider until such time a replacement methodology is approved and implemented or all Commission-

approved amounts are recovered.

NOTES TO THE TARIFF:

The references to Accounts within the EE tariff are as defined in the FERC uniform system of
accounts.

2. The EEC factor will be expressed in dollars per kilowatt-hour (kWh) rounded to five decimal places.
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ENERGY EFFICIENCY RIDER
LEGACY ENERGY EFFICIENCY PROGRAMS
EE FACTORS FOR JULY 1, 2021 THROUGH JUNE 30, 2022 USAGE:
1. Residential Service $0.00010/kWh
2. Small General Service $0.00009/kWh
3. Medium General Service $0.00009/kWh
4. Large General Service $0.00008/kWh
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ENERGY EFFICIENCY RIDER
(KEEIA 2023-2026 DSM Portfolio Approved Under Kansas Energy Efficiency Investment Act)

TRANSITION FROM LEGACY ENERGY EFFICIENCY PROGRAMS TO KEEIA 2023-2026 DSM
PORTFOLIO:

As Evergy Kansas Metro transitions from the Legacy Energy Efficiency Programs (Legacy
Programs), it is anticipated that Energy Efficiency (EE) Costs in 2021 and True-Up for the
preceding Energy Efficiency Rider year will be filed in March 2022 for recovery over the period
from July 2022 through June 2023. Further, EE Costs in 2022 and True-Up for the preceding
Energy Efficiency Rider year will be filed in March 2023 for recovery over the period from July
2023 through June 2024.

APPLICABLE:

This Energy Efficiency Rider shall be applicable to all non-lighting Kansas Retail Rate Schedules
for Evergy Kansas Metro. The Energy Efficiency Rider will be calculated and applied separately to
Residential and Non-Residential customer classes.

PURPOSE:

This Energy Efficiency Rider is filed in compliance with the Commission’s Order in Docket No. XX-
XXXX-XXX-XXX and is designed to recover costs associated with Commission approved KEEIA
2023 — 2026 DSM Portfolio deferred but not recovered and any remaining unrecovered charges
from the Company’s Legacy Energy Efficiency Programs. Those charges include:

1) Program Costs (PC), Throughput Disincentive (TD), and Earnings Opportunity Award (EO) (if
any) for the KEEIA 2023 — 2026 DSM Portfolio and any true-up associated with Legacy
Programs. Program Costs (PC) and Throughput Disincentive (TD) will include interest
carrying costs at the Company’s pretax Weighted Average Cost of Capital (WACC) on the
unrecovered balances.

2) Reconciliations, with interest, to true-up for differences between the revenues billed under
this Energy Efficiency Rider and total actual monthly amounts for:
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ENERGY EFFICIENCY RIDER

(KEEIA 2023-2026 DSM Portfolio Approved Under Kansas Energy Efficiency Investment Act)

i. Program Costs (PC) incurred.

i Throughput Disincentive (TD) incurred.

ii. ~ Amortization of any Earnings Opportunity Award (EO) ordered by the Kansas
Corporation Commission (Commission)

iv.  Remaining unrecovered amounts associated with Legacy Programs.

BASIS FOR CHARGE:

Energy Efficiency incremental program costs will be recovered using an Energy Efficiency (EE)
factor applied to each applicable customer’s bill. The EE factor will be applied to each applicable
customer’s energy usage by multiplying the kilowatt-hours (kWh) of electricity billed by the EE
factor for the respective Residential and Non-Residential customer class. The charge associated
with this Energy Efficiency Rider will be identified and shown as a separate line on the applicable
customer’s monthly billings.

DEFINITIONS:

As used in this Energy Efficiency Rider, the following definitions shall apply:

“Throughput Disincentive” (TD) is meant to represent the utility’s lost margins associated with the
successful implementation of the KEEIA programs.

“Effective Period” (EP) means the year beginning with January 2023, and each year thereafter
until all allowed charges associated with the approved KEEIA 2023 — 2026 DSM Portfolio are
recovered.

"Evaluation Measurement & Verification” (EM&V) means the performance of studies and activities
intended to evaluate the process of the utility’s program delivery and oversight and to estimate
and/or verify the estimated actual energy and demand savings, cost effectiveness, and other
effects from demand-side programs.
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ENERGY EFFICIENCY RIDER

(KEEIA 2023-2026 DSM Portfolio Approved Under Kansas Energy Efficiency Investment Act)

“Incentive” means any consideration provided by the Company, including buy downs, markdowns,
rebates, bill credits, payments to third parties, direct installation, giveaways, and education, which
encourages the adoption of program measures.

"KEEIA 2023 — 2026 DSM Portfolio" consists of the demand-side programs and the Energy
Efficiency Rider described in the KEEIA 2023 — 2026 DSM Portfolio, which became effective
following Commission order and approval of the KEEIA 2023 — 2026 DSM Portfolio under Docket
No. XX-XXXX-XXX-XXX.

"Program Costs" (PC) means any prudently incurred program expenditures, including such items
as program planning, program design; administration; delivery; end-use measures and incentive
payments; advertising expense; evaluation, measurement, and verification; market potential
studies; and other costs necessary to deliver approved programs.

"Earnings Opportunity" (EO) means the annual incentive ordered by the Commission based on
actual performance verified through EM&V against planned targets.

“‘Recovery Period” (RP) includes the twelve-month period beginning July 1, 2024 through June 30,
2025 and each twelve-month period thereafter.

“Weighted Average Cost of Capital (WACC)” means the return on rate base used to determine the
revenue requirement in the Company’s most recently completed general rate proceeding.

DETERMINATION OF ENERGY EFFICIENCY FACTOR RATES:

The Energy Efficiency Factor (EE Factor) during each applicable EP is a dollar per kWh rate for
each non-lighting rate schedule calculated as follows:

EE Factor = [PC + TD + EO + TRUE]}/PE
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ENERGY EFFICIENCY RIDER
(KEEIA 2023-2026 DSM Portfolio Approved Under Kansas Energy Efficiency Investment Act)

Where:

PC = Actual Program Costs incurred for the applicable EP. Such amounts shall include
monthly interest on cumulative over- or under-balances at the Company's WACC.

TD = Throughput Disincentive is the Company's TD calculated by the Company during the
applicable EP. See below for the detailed methodology for calculating the TD. Such amounts
shall include monthly carrying costs on cumulative over- or under- balances at the Company's
WACC.

EO = Earnings Opportunity is equal to the Earnings Opportunity Award means the annual
incentive ordered by the Commission based on actual performance verified through EM&V
against planned targets.

PE = Projected Energy, in kWh, forecasted to be delivered to the customers to which the
Energy Efficiency Rider applies during the applicable RP.

The EE factor components and total EE Factor applicable to the Residential and Non-Residential
rate schedules shall be rounded to the nearest $0.00001.

CALCULATION OF TD:

Monthly Throughput Disincentive = the sum of the Throughput Disincentive Calculation for all
programs applicable to (1) Residential and (2) Non-Residential customers.

Throughput Disincentive Calculation:

The Throughput Disincentive Calculation for each program shall be determined by the formula:

TD$ = MS x NMR
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Where:

TD$ = Throughput Disincentive Dollars to be collected for a given calendar month, for a given
class.

NMR = Net Margin Revenue. Net Margin revenue values for each class are provided below in
the Net Margin Revenue Rates By Class By Month table.

MS = The sum of all Programs’ Monthly Savings in kWh, for a given month, for a given class.
The Monthly Savings in kWh for each Program shall be determined by the formula:

MS = (MASCM + CASPM - RB) x LS + HEE

RB = Rebasing Adjustment. The Rebasing Adjustment shall equal the CAS defined below
applicable as of the date used for the KEEIA normalization in any general rate case resulting in
new rates becoming effective during the accrual and collection of TD$ pursuant to KEEIA 2023
— 2026 DSM Portfolio. In the event more than one general rate case resulting in new rates
becoming effective during the accrual and collection of TD$ pursuant to KEEIA 2023 — 2026
DSM Portfolio, the Rebasing Adjustment shall include each and every prior Rebasing
Adjustment calculation.

LS = Load Shape. The Load Shape is the monthly load shape percent for each program as

follows:
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I Program Name

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Total

Whole Business Efficiency 8.117%|7.809%|8.087%)|8.291%9.156%| 8.765%| 9.264%| 8.805%| 7.652%|8.337%)|8.021%|7.695%100.000%

Hard-to-Reach Businesses | 7.805%|7.539%|7.881%|8.365%|9.589%| 9.288%| 9.810%| 8.999%| 7.486%|8.080%|7.742%)|7.416%)|100.000%

Business Demand Response |1.864%|1.561%]1.245%|2.153%)7.472%|20.996%|22.390%|22.384%|14.106%2.290%) 1.409%| 2.129%| 100.000%

Business Energy Education  |8.179%|8.120%8.098%)8.325%|8.469%| 7.799%| 8.543%| 8.495%| 7.907%|9.084%)8.687%|8.294%100.000%

Whole Home Efficiency

7.414%)|6.352%6.378%5.881%|7.592%) 12.023%| 12.404%) 12.462%| 9.699%6.203%|6.387%|7.204%|100.000%

Home Energy Education 7.702%|7.150%8.021%)| 7.853%| 8.530%| 8.863%| 9.385%| 9.398%| 8.511%|8.612%)|7.952%|8.023%100.000%

Hard-to-Reach Homes

5.945%|4.702%| 3.666%|3.687%|7.312%) 16.682%| 17.456%)| 17.112%| 11.193%| 3.296%| 3.617%| 5.330%| 100.000%

Home Demand Response 1.864%| 1.561%)| 1.245%2.153%| 7.472%)| 20.996%| 22.390%) 22.384%| 14.106%) 2.290%| 1.409% 2.129%) 100.000%

Where:

MC = Measure Count. Measure Count, for a given month, for a given class, for each measure
is the number of each measure installed in the current calendar month.

ME = Measure Energy. Measure Energy will be determined as follows, for each Measure:

Prior to finalization of EM&V for KEEIA Year 1 programs, for Measures not listed under
those programs listed in (iii) below, the ME is the annual total of normalized savings for
each measure at customer meter per measure times the NTG factors defined in the
Technical Resource Manual (TRM).

After finalization of EM&V for KEEIA Year 1 programs, for Measures not listed under
those programs listed in (iii) below, the ME is the annual total of normalized savings for
each measure at customer meter per measure defined in the updated TRM (which will
be updated based on EM&V ex-post gross adjustments and NTG factors determined for
Year 1 no later than 24 months after the commencement of KEEIA 2023 — 2026 DSM
Portfolio).

For Custom Measures the ME will be the annual kWh savings calculated and reported
monthly by the program implementers and aggregated by program and by customer
class.
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ENERGY EFFICIENCY RIDER
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MAS = The sum of MC multiplied by ME for all measures in a program in the current calendar
month.

CAS = Cumulative sum of MAS for each program for the KEEIA 2023 — 2026 DSM Portfolio
CM = Current calendar month
PM = Prior calendar month

HEE = Monthly kWh savings for the Home Energy Education program measured and reported
monthly by the program implementer.

Measure — Energy efficiency measures described for each program in the Technical Resource
Manual.

Programs — KEEIA 2023 — 2026 DSM Portfolio programs.

TRM — Commission-Approved Technical Resource Manual updated based on EM&V ex-post
gross adjustments and NTG factors determined for Year 1 no later than 24 months after the
commencement of KEEIA the 2023 — 2026 DSM Portfolio.

EARNINGS OPPORTUNITY:

The annual KEEIA EO Award shall be calculated using the Earnings Opportunity Matrix below.
The EO target at 100% is $5,991,301. The EO cannot go above $7,335,349. The cap is based on
current program levels. If Commission- approved new programs are added during the approved
program period, the Company may seek Commission approval to have the targets and cap of the
EO increase proportionately to the increase in savings targets
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(KEEIA 2023-2026 DSM Portfolio Approved Under Kansas Energy Efficiency Investment Act)

OTHER PROVISIONS:

The Company shall file an update to NMR rates by month by class contemporaneous with filing
any compliance tariff sheets in any general rate case reflecting the rates set in that case, and the
billing determinants used in setting rates in that case.

Annual kWh savings per measure will be updated prospectively in the TRM no later than 24
months after the commencement of the KEEIA 2023 — 2026 DSM Portfolio based on EM&V ex-
post gross adjustments determined for Year 1 and annually thereafter upon finalization of each
subsequent program year EM&V report.

KEEIA NTG factors will be updated prospectively in the TRM no later than 24 months after the
commencement of the KEEIA 2023 - 2026 DSM Portfolio based on EM&V net-to-gross
percentages for each program determined for Year 1 and annually thereafter upon finalization of
each subsequent program year EM&V report.

FILING:

After the initial EE Rider rate adjustment filing, the Company shall make an Energy Efficiency
Rider rate adjustment filing by March 31 following each program year to take effect each twelve-
month period beginning in July and ending in June under the Term of this Energy Efficiency Rider.

EE Factors for the billing months of July 2024 through June 2025 are as follows:

Residential - $0.00000
Non-Residential - $0.00000
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NET MARGIN REVENUE RATES BY CLASS BY MONTH:

Customer Class Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
Residential $0.075300 | $0.076200 | $0.076780 | $0.077390 | $0.082170 | $0.102590 | $0.104940 | $0.104940 | $0.101690 | $0.081780 | $0.077800 | $0 076380
Non-Residential - SGS $0.083130 | $0.086180 | $0.089830 | $0.091090 | $0.096080 | $0.111090 | $0.111970 | $0.111240 | $0.107700 | $0.094880 | $0.090140 | $0 086290
Non-Residential - MGS $0.065020 | $0.067370 | $0.071180 | $0.071450 | $0.075680 | $0.084470 | $0.086370 | $0.086060 | $0.083920 | $0.075060 | $0.071960 | $0 066910
Non-Residential - LGS $0.051220 | $0.052950 | $0.054250 | $0.055120 | $0.056690 | $0.061790 | $0.062270 | $0.061920 | $0.060790 | $0.056780 | $0.054070 | $0 052460

EARNINGS OPPORTUNITY MATRIX:
Evergy Kansas Metro KEEIA 2023-2026 DSM Plan EO Matrix
No. Metric Programs Target |Target Unit 2023-2026 EO | EO Amount .per $/Unit Cycle EO | 2023-2026
Target Target Unit Cap % EO Cap

Education & Awareness :

1 criteria W|.Ilvbe customer HorT1e Energy Educatlon. 100% Threshold $173,026 | $173,026.17 S 100% $173,026
opportunities and Business Energy Education Metrics

customers engaged

Hard to Reach customer

5 pz?rtlupatlon : criteria will be| Hard-to-Reach Horhes 100% Threshold $442,081 | $442,081.48 S 100% $442,081

S invested and customers Hard-to-Reach Businesses Metrics

participating

EE & DR MWh : criteria will mhnc:f;:rxizf:z;erﬂse

3 | be first-year cumulative . p 68,986 MWh $1,344,048 $19.48 S/MWh| 125% $1,680,060

. Whole Business Efficiency

incremental MWh. )

Pilot Incubator
EE MW : criteria will be first- -
. Whole Home Efficiency

year cumulative incremental . .

4 o ) Whole Business Efficiency | 22.985 MW $2,419,287 | $105,255.75 | S/MW | 125% $3,024,109

MW coincident with system .

Pilot Incubator
peak.
Business and Residential
5 | DemandResponse MW Home Demand Response |\ oo |y $1,612,858 | $34,560.10 | $/MW | 125% | $2,016,073
impact : annual MW Business Demand Response

reduction capability

Total Forecasted Earnings

. $5,991,301 $7,335,349

Opportunity
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ENERGY EFFICIENCY RIDER
(KEEIA 2023-2026 DSM Portfolio Approved Under Kansas Energy Efficiency Investment Act)

ANNUAL EARNINGS OPPORTUNITY CALCULATION:

Evergy Kansas Metro KEEIA 2023-2026 DSM Plan EO Annual Calculation

criteria will be

1 customer
opportunities and
customers
engaged

Home Energy Education

Business Energy Education

The EM&YV report will include documentation of all
community events held, # of customers completing
online energy tools and the customer surveys.

No. Metric Programs Source of Inputs EO Criterion and Calculation
Education & o _— . : : :
Awareness The performance metric will be based on key indicators of effective and widespread education of customers during the period.

1) Community Events held quarterly w/ documentation (4 / year)
2) minimum of 10% eligible customers completing online energy analysis yearly
3) EM&V customer survey of awareness of programs greater than 50%

If all three criteria are met, annual EO will equal 25% of the Cycle 1 EO Target, if any criteria are not met the annual EO will equal $0

Hard to Reach
customer
participation

2 | criteria willbe $
invested and
customers
participating

Hard-to-Reach Homes

Hard-to-Reach Businesses

That actual spend will be reported directly out of the
Company's accounting system and included in the
EM&V report. The business customer # of
participants by rate code will be provided in the final
EMQ&V report for the calculation of % of participation

The performance metric will be based on key indicators of participation of hard-to-reach customers during the period.
1) Actual spend for Hard-to-Reach Home program exceeds 85% of approved annual budget
2) Ratio of participants with small business rate codes in the Hard-to-Reach Business and Whole Business Efficiency to total
participants exceeds 20%

If both criteria are met, annual EO will equal 25% of the Cycle 1 EO Target, if any criteria are not met the annual EO will equal $0

EE & DR MWh
criteria will be first-|

Whole Home Efficiency
Home Demand Response

The EM&V report will include a subtotal of portfolio

incremental MW
coincident with
system peak.

Pilot Incubator

performance metric for each program year.

3 . . L energy savings matching the definition of this Evaluated net MWh for subject programs times the EO Amount per Target Unit, subject to limitation of the Cycle EO Cap.
year cumulative Whole Business Efficiency erformance metric for each program year
incremental MWh. | Pilot Incubator P program year.
EEMW criteria
ill be first- - - .
N tatie | Whole Home Efficiency The EM&V report will include a subtotal of portfolio
4 | Whole Business Efficiency demand savings matching the definition of this Evaluated net MW for subject programs times the EO Amount per Target Unit, subject to limitation of the Cycle EO Cap.

Business and
Residential
Demand Response
5 | MWimpact

Home Demand Response

The EM&YV report will include a subtotal of portfolio
demand savings matching the definition of this.

Evaluated net MW for subject programs times the EO Amount per Target Unit, subject to limitation of the Cycle EO Cap.

annual MW Business Demand Response performance metric for each program year.
reduction
capability
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